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ACC NEWS	
Among the joys and pleasures of becoming President of the
College are many letters from friends with whom I share
fond memories, but with whom I may have had little recent
contact . One such letter arrived recently from a practicing
cardiologist and Fellow of the College . After expressing
some warm personal thoughts he wrote as follows :
Sadly, I feel the practice of medicine is no longer a profession
but rather a business . . . . We are blamed wrongly for the
astronomical rise in hospital and laboratory charges . These
latter have become, in general, completely out of line . I am
enclosing a copy of a recent hospital bill called to my
attention by a patient who had a routine herniorrhaphy . He
was In the hospital for just four hours. Please note the lab
charges! A prothrombin lime for $77 .55 : a routine urinalysis
for $48,00, Why should this be so? Why should this be
tolerated?
He went on to support the idea which I outlined in the
June issue of JACC of creating a think tank to bring ideas
from cardiology to the public discourse on health care (1) .
He wondered, however, what impact this could have on the
present distorted economics of our health care system.
The hospital bill to which he referred totaled $3,668 for a
4-h hospital stay for an uncomplicated herniorrhaphy . This
did not include the surgeon's fee, which I'm told in most
instances would be less than 20% of the hospital bill in
question.
It was staggering to me to see the various items on this
hospital bill . Surgery, initial 30 min, $1,251 . An additional 10
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min, $521. Total hospital anesthesia fees. $829-including
$90 for oximetry, $500 for 10 min of anesthesia and $238 for
local anesthesia supplies . An item entitled "op prep/
discharge." $215 . An additional $215 for "ambulatory sur-
gery." A charge of $91 for "total-recovery service" and a
further $91 for "pacu local obser/DS ." The entire itemized
bill is just as astounding as what I have listed, but I cannot
imagine a complete blood count for $69 .80, a "chem screen-
ing profile" for $203 and a partial thromboplastin time for
$84.30 .
1 asked a very reasonable hospital
execute-.eto comment
on this bill . He told me the charges were consistent with
what he would consider usual hospital fees. He added a
further observation that made me realize how utterly naive I
am in understanding health care economics . He said that the
charges made by a hospital, such as those I enumerated,
have nothing to do with actual costs. He reminded me that a
bill such as the one I described is meaningless for many, if
not most of the patients the hospital serves . For Medicare
patients a diagnosis-related group (DRG) classification
would apply . For many others, negotiated fee schedules with
health maintenance organizations (HMOs), preferred-
provider organizations (PPOs) and some companies might
result in a bill as low as half of the charges described . For
welfare or Medicaid patients the hospital would receive even
less. Faced with such forced discounts, in order to survive
and fill their beds and maintain market share, hospitals
charge as much as they can, wherever they can, to offset the
concessions they have to make to those who control large
blocks of patients .
The repercussions of such a system are interesting . A
powerful PPO controlling perhaps 200,000 patients in a
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relatively small community can demand and get a major
discount . Does this reduce the cost of health care? Hardly . A
PPO or HMO is very likely to set its fees to employers just
below what a competing indemnity plan might charge . The
difference between what the PPO or HMO collects and can
iegotiate with hospitals and physicians largely goes to
executives and stockholders . According to hospital admin-
istrators with whom 1 have talked, this is a realistic descrip-
tion of a system out of control . Thus, some patients must pay
the hospital an inflated charge . It's called "cost shifting,"
which is defended by hospital administrators as necessary to
make up the shortfalls imposed on them by large purchasers
of health care, both government and private. An article in
the June 14, 1993 American Medical News
estimates cost
shifting at $20 billion a year and rising .
Cost shifting penalizes the defenseless minority who k ave
to pay the exorbitant fees needed to make up for discounts
given to others. This is a nasty business because those
discounts, more often than not, go to HMO, PPO and
insurance company profits rather than to reducing the cost of
health care .
What will it take to change this system of giving volume
discounts to some and passing on excessive charges to
others'? Where is the logic in a system that will permit a
hospital to charge $203 for an automated chemistry screen-
ing profile? This is more than twice what a physician may
receive for a consultation, perhaps more than three or four
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times what might be reimbursed for a bedside hospital
examination and five or six times more than the charge for an
office visit .
The influence of third parties is not limited to the negoti-
ation of hospital fees . Their power extends far beyond that .
We are seeing more than cost shifting-we are also seeing
control shifting . This applies not only to the economics of
medicine but to the control of fundamental decisions in the
practice of medicine. These include criteria for hospital
admission, length of stay, procedures that are permitted and
medicines that can be used . It also extends to the patient's
right to choose a physician . Although both the Clinton
administration and organized medicine defend the patient's
right to select a physician, millions of Americans have
already seen this right taken away by employers and third-
party payers .
As yet we are not privy to the Clinton administration's
secret plans for ' , ealth care reform . Although I doubt that
even the keepers of secrets have solutions, I can only hope
that they will remember to ask the right questions before
they arrive at answers .
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